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It is planned that a total 
of twenty-five stores will 
be opened in the year 
ending August 31, 1968 
— twenty-five were 
opened in the year 
covered by this report. 


During the past eight 
years Thrifty opened 181 
stores, more than half the 
total number of stores 
operative at August 31, 


1967. 






































HIGHLIGHTS OF THE YEAR 


NET SALES . 

NET INCOME AFTER TAXES 
EARNINGS PER SHARE 
COMMON SHARES OUTSTANDING 


For Year Ended 

August 31, 1967 

$255,107,370 

$6,334,911 

$1.36 

4,656,814 


For Year Ended 

August 31, 1966 

$243,260,849 

$7,255,922 

$1.56 

4,656,814 
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THRIFTY DRUG STORES CO. INC. 


LETTER TO SHAREHOLDERS 


During the fiscal year which ended August 31, 
1967, sales of Thrifty Drug Stores Co. Inc. con¬ 
tinued to break all previous records. Sales reached 
a new high of $255,107,000 compared with 
$243,261,000 the previous year, an increase of 
$11,846,000. This new sales record represents the 
38th consecutive year in which sales have in¬ 
creased over the preceding year. The sales of 
“same stores,” which do not include sales of stores 
opened during the last two fiscal years, increased 
(although only slightly) for the 13th consecutive 
year. 

Consolidated net income after taxes, the second 
best in Thrifty’s history, amounted to $6,335,000 
compared with $7,256,000 for the previous year. 
Common share earnings were $1.36 per share 
compared with $1.56 per share for the previous 
year on the same number of shares outstanding at 
the end of both years. This decline in earnings 
represents the first time in 13 years that profits have 
slipped below the previous year. Contributing fac¬ 
tors to this decline were: 

1. Cautious consumer attitudes during fiscal 
1967 which affected both sales and profits. 

2. Additional expenses incurred during the first 
full year of operation of a new 200,000 
square foot warehouse in Southern California. 


3. Additional costs in converting Thrifty’s 
computer system to 360 I.B.M. equipment. 

4. Higher Social Security taxes, and 

5. A five-week warehouse strike involving all 
four Thrifty warehouses during the last 
quarter of fiscal 1967. 

During the past fiscal year we opened 25 new 
stores and closed six stores, so that at August 31, 
1967, we were operating 291 stores; eight existing 
stores were completely modernized and eleven 
were partially remodeled. In January 1967 we 
completed the construction of our new Film Plant 
of approximately 60,000 square feet in Los Angeles, 
California. 

On August 31, 1967, we had leases on 42 new 
locations, including six sites acquired by Thrifty 
Realty Company. Barring unexpected develop¬ 
ments, 25 new stores, including the Realty units, 
will be opened during Thrifty’s fiscal year ending 
August 31, 1968. 

The company’s Retirement Trust owns 19.3% 
and members of the Board of Directors, our offi¬ 
cers and their families 22.2% of the common shares 
outstanding. On November 10, 1967, we had 8,000 
shareholders in 48 states, and 14 foreign countries. 

We declared and paid dividends of $2,794,088 
on our common shares during fiscal 1967, repre- 


November 21, 1967 




senting quarterly payments of 15 cents a share on 
the shares outstanding. 

In the succeeding pages of this report there are 
comparative consolidated statements showing the 
results of our operations for the past two fiscal 
years, and our financial condition as of August 
31, 1967, and August 31, 1966. This year the 
accounts of Thrifty Realty Company, a wholly 
owned subsidiary, are included in the consolidated 
financial statements of Thrifty Drug Stores Co. Inc. 
and the comparative figures for fiscal 1966 have 
been restated to conform to this method of presen¬ 
tation. This change did not involve any adjustment 
to the earnings per share as reported for the 
previous fiscal year. We have also included separate 
balance sheets of Thrifty Realty Company as of 
August 31, 1967 and August 31, 1966, and the 
related statements of income for those years. On 
page 12 of this report you will find a 30-year chart 
showing the growth of Thrifty Drug since 1938. 

We appreciate the cooperation and the loyalty of 
everyone associated with or interested in our com¬ 
pany and we will all continue to exert every effort 
to build an organization which will be noted for 
the high level of its relations with its employees 
and for its attractiveness as an investment for its 
shareholders. 


Respectfully submitted, 

H. H. BORUN LEONARD H. STRAUS 

Chairman of the Board President 
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THRIFTY DRUG STORES CO. INC. and Subsidiaries 


ASSETS 


1967 


CURRENT ASSETS: 

Cash . 

Certificates of deposit . 

Accounts receivable. 

Merchandise inventories, at cost, 
not in excess of market .... 
Merchandise in transit, at cost 
Total current assets . 


$ 7,919,203 
5,100,000 
2,210,092 

53,961,138 

3,120,597 

$72,311,030 


PREPAID EXPENSES 


$ 3,837,786 


PROPERTY, PLANT AND EQUIPMENT, 

at cost, less accumulated depreciation 
and amortization: 

Thrifty Drug Stores Co. Inc. (equipment) - 

Thrifty Realty Company (property and plant) 


$ 7,129,206 
14,345,770 

$21,474,976 


$97,623,792 


The accompanying notes are an integral part of these balance sheets. 


1966 

$ 4,387,985 
10,000,000 
2,468,497 

50,135,923 

2,585,789 

$69,578,194 


$ 3,550,747 


$ 6,255,944 
10,679,042 

$16,934,986 


$90,063,927 
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CONSOLIDATED BALANCE SHEETS, August 31, 1967 and 1966 


LIABILITIES 

1967 

1966 

CURRENT LIABILITIES: 



Accounts payable. 

$23,137,605 

$21,055,228 

Accrued liabilities . 

5,459,163 

6,175,645 

Federal income taxes . 

2,402,674 

2,681,683 

Current maturities of notes payable. 

817,000 

756,708 

Contracts payable . 

198,406 

75,001 

Total current liabilities . 

$32,014,848 

$30,744,265 

DEFERRED FEDERAL INCOME TAXES. 

$ 410,609 

$ 286,531 

LONG-TERM NOTES PAYABLE, net of 



current portion shown above (Note 5): 



Thrifty Drug Stores Co. Inc. 

$ 3,866,000 

$ 4,383,000 

Thrifty Realty Company (secured) . 

13,897,652 

10,756,271 


$17,763,652 

$15,139,271 

COMMON STOCK AND SURPLUS: 



Common stock, without par value, 



authorized 6,000,000 shares, 



outstanding 4,656,814 shares (Note 2) . 

$ 1,255,008 

$ 1,255,008 

Capital surplus. 

3,578,889 

3,578,889 

Earned surplus (Note 3) . 

42,600,786 

39,059,963 


$47,434,683 

$43,893,860 


$97,623,792 

$90,063,927 


The accompanying notes are an integral part of these balance sheets. 




































THRIFTY DRUG STORES CO. INC. and Subsidiaries 


CONSOLIDATED STATEMENTS OF INCOME 
For the Years Ended August 31, 1967 and 1966 


REVENUES: 

Sales . 

Other income 


1967 

$255,107,370 

715,344 

$255,822,714 


COSTS AND EXPENSES: 

Cost of goods sold, buying and occupancy 

Selling and administration . 

Contribution to employees’ retirement plan 
Miscellaneous expense, net (including 
interest expense of $867,420 
in 1967 and $683,857 in 1966) .. 


$183,697,428 

59,081,368 

629,726 


401,281 

$243,809,803 


INCOME BEFORE FEDERAL INCOME TAXES 


12,012,911 


PROVISION FOR FEDERAL INCOME TAXES 


5,678,000 


NET INCOME 


$ 6,334,911 


The accompanying notes are an integral part of these statements. 


1966 

$243,260,849 

439,689 

$243,700,538 


$174,106,362 

54,835,707 

725,755 

211,792 

$229,879,616 

$ 13,820,922 

6,565,000 


$ 7,255,922 
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CONSOLIDATED STATEMENTS OF SURPLUS 
For the Years Ended August 31, 1967 and 1966 


CAPITAL SURPLUS: 

Balance, beginning of year. 

Add- 

Excess of proceeds over stated value of Common 
Shares issued under stock option agreements 
(Note 2) . 

Balance, end of year. 


1967 


$ 3,578,889 


$ 3,578,889 


EARNED SURPLUS: 

Balance, beginning of year. 

Add (deduct) — 

Net income. 

Dividends on Common Shares 

Balance, end of year (Note 3) .. 


$39,059,963 

6,334,911 

(2,794,088) 

$42,600,786 


The accompanying notes are an integral part of these statements. 


1966 

$ 3,548,600 


30,289 
$ 3,578,889 


$34,595,129 

7,255,922 

(2,791,088) 

$39,059,963 
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THRIFTY DRUG STORES CO. INC. and Subsidiaries 


CONSOLIDATED STATEMENTS OF SOURCES AND USES OF FUNDS 

For the Years Ended August 31, 1967 and 1966 



1967 

1966 

SOURCES OF FUNDS: 



Net income . 

$ 6,334,911 

$ 7,255,922 

Depreciation and amortization 



Thrifty Drug Stores Co. Inc . 

1,116,625 

988,876 

Thrifty Realty Company . 

401,731 

311,023 

Addition (reduction) to long-term debt, net— 



Thrifty Drug Stores Co. Inc. 

(517,000) 

(516,000) 

Thrifty Realty Company . 

3,141,381 

3,821,944 

Sale of stock under stock option plan. 

— 

32,719 


$10,477,648 

$11,894,484 

USES OF FUNDS: 



Dividends . 

$ 2,794,088 

$ 2,791,088 

Additions to properties, net — 



Thrifty Drug Stores Co. Inc. 

1,881,385 

2,003,872 

Thrifty Realty Company . 

4,068,452 

3,773,465 

Other . 

271,470 

464,283 


$ 9,015,395 

$ 9,032,708 

Increase in working capital. 

$ 1,462,253 

$ 2,861,776 


The accompanying notes are an integral part of these statements. 
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THRIFTY REALTY COMPANY 

BALANCE SHEETS — August 31, 1967 and. 1966 


ASSETS 



1967 

1966 

PROPERTY, at cost: 



Buildings and land improvements . 

$12,091,813 

$10,205,921 

Store fixtures . 

362,400 

361,859 


$12,454,213 

$10,567,780 

Less — Reserves for depreciation and amortization .. . 

3,001,680 

2,599,950 


$ 9,452,533 

$ 7,967,830 

Land . 

4,893,237 

2,711,212 


$14,345,770 

$10,679,042 

CASH . 

61,760 

370 728 

ACCOUNTS RECEIVABLE . 

74,176 

u 4 Vj 1 AiO 

48,184 

PREPAID EXPENSES . 

402,846 

369,132 


$14,884,552 

$11,467,086 

LIABILITIES 



NOTES PAYABLE (Note 5) . 

$14,197,652 

$10,995,979 

CONTRACTS PAYABLE . 

198,406 

75,001 

ACCRUED TAXES, etc. 

386,445 

315,300 

FEDERAL INCOME TAXES . 

4,000 

— 


$14,786,503 

$11,386,280 

CAPITAL STOCK AND SURPLUS: 



Capital stock— 



Authorized, 75,000 shares of $1.00 par value 



Outstanding, 200 shares . 

$ 200 

$ 200 

Capital surplus . 

$ 70,108 

$ 70,108 

Earned surplus (deficit) — 



Balance, beginning of year. 

$ 10,498 

$ (5,011) 

Net income . 

$ 17,243 

$ 15,509 

Balance, end of year . 

$ 27,741 

$ 10,498 

Total capital stock and surplus. 

$ 98,049 

$ 80,806 


$14,884,552 

$11,467,086 

The accompanying notes are an integral part c 

>/ these statements. 
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THRIFTY REALTY COMPANY 

STATEMENTS OF INCOME —For the Years Ended August 31, 1967 and 1966 



1967 

1966 

RENTAL AND OTHER INCOME . 

$1,431,890 

$1,173,272 

EXPENSES: 



Interest . 

$ 555,921 

$ 435,862 

Depreciation . 

401,731 

311,023 

Property taxes . 

289,624 

229,309 

Salaries . 

83,221 

84,009 

Insurance . 

12,282 

12,377 

Other . 

67,868 

85,183 

Total expenses . 

$1,410,647 

$1,157,763 

Net income before Federal income taxes. 

$ 21,243 

$ 15,509 

PROVISION FOR FEDERAL INCOME TAXES . 

4,000 

3,400 

Net income before extraordinary item. 

$ 17,243 

$ 12,109 

extraordinary item —Federal income tax reduction from 



carryforward of operating losses of prior years. 

— 

3,400 

Net income. 

$ 17,243 

$ 15,509 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —August 31, 1967 


(1) The consolidated financial statements include the accounts of the company and its wholly owned 
subsidiaries, Borun Bros., Discount Drug Stores, and Thrifty Realty Company. Thrifty Realty Company, which 
had previously been carried as an investment in the consolidated financial statements of Thrifty Drug Stores Co. 
Inc. at an amount equivalent to its underlying book net assets, has been consolidated in the accompanying 
consolidated financial statements and 1966 statements have been restated on a comparable basis. All significant 
intercompany accounts and transactions have been eliminated. 

(2) At August 31, 1967, 103,400 of the company’s unissued common shares were reserved for sale to 
certain employees under a stock option plan, and options covering 63,200 shares at prices ranging from $9,375 
to $21,125 a share were outstanding. The outstanding options can be exercised only by a California resident 
remaining in the employ of the companies for at least nine years from the date of issuance for options granted 
under the plan prior to its 1965 revisions or four years and eleven months for options granted under the plan 
as revised in 1965, except in the case of retirement at or after age 65. Options may not be granted for less than 
100 percent of fair market value at date of grant. There were no transactions during the year. 

(3) Under the terms of the loan agreements, approximately $19,690,000 of the consolidated earned surplus 
balance at August 31, 1967, was restricted against the payment of dividends on and the acquisition of common 
shares. 

(4) The companies have leases on real and personal property expiring at various dates from 1968 to 1995. 
The rentals payable under these leases are determined on four principal bases: fixed rentals, percentage-of- 
sales without minimum, percentage-of-sales with required minimum, and percentage*of*sales with minimum 
payable to prevent cancellation. The aggregate annual amounts payable as fixed rentals, minimum rentals, and 
minimum rentals to prevent cancellation approximate $5,036,000 (excluding $650,000 on leases applicable to 
stores and restaurants not open at August 31, 1967). 

(5) Notes payable to insurance companies and banks at August 31, 1967, are summarized as follows: 

Thrifty Realty Company— 

Secured by deeds of trust and assignment of leases for premises; payable in monthly 

and quarterly installments totaling $207,215 per quarter including interest at rate of.... 5.0% $ 5,822,770 

5.3 2,704,172 

5.5 1,282,388 

6.0 1,119,102 


5.75 percent trust deed notes; payable in monthly installments of $2,376 to June 1, 1970, 

at which time the remaining balance of $143,960 becomes due . 

Installment notes secured by assignment of leases on store fixtures; payable in monthly 
installments aggregating not less than $34,500 a year including interest at rates 

of 4.75 and 5.75 percent . 

Interim construction loans bearing interest at rates of.5.3% 

5.75 


Thrifty Drug Stores Co. Inc.— 

Due in approximately equal annual installments to 1971 with interest at rates varying 

from 4 to 4.75 percent . 

Due in 10 equal annual installments beginning in 1972 with interest at 5.25 percent .... 


Less—Current maturities 


194,779 


154,441 

1 , 000,000 

1,920,000 

$14,197,652 


$ 1,883,000 
2,500,000 
$ 4,383,0 00 
$18,580,652 
817,000 
$17,763,652 


(6) Certain changes have been made in classifications in the 1966 financial statements to conform to 1967 
classifications. 
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Arthur Andersen & Co. 

1320 WEST THIRD STREET. LOS ANGELES 


To the Board of Directors, 

Thrifty Drug Stores Co, Inc,: 

We have examined the consolidated balance sheets of thrifty drug 
stores co. INC. (a California corporation) and subsidiaries as of August 31, 
1967 and 1966, and the related statements of income, surplus and sources 
and uses of funds for the years then ended. We have also examined the 
balance sheets of thrifty realty company (a California corporation), as of 
August 31, 1967 and 1966, and the related statements of income for the years 
then ended. Our examinations were made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered 
necessary in the circumstances. 

In our opinion, the financial statements referred to above present fairly 
the financial position of Thrifty Drug Stores Co. Inc. and subsidiaries and of 
Thrifty Realty Company as of August 31, 1967 and 1966, the results of their 
operations and the sources and uses of funds of Thrifty Drug Stores Co. Inc. 
and subsidiaries for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis. 

ARTHUR ANDERSEN & CO. 


Los Angeles, California 
October 24, 1967. 
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Year 

Ended 

Aug. 31 

1938 

1939 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948 

1949 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 


THRIFTY DRUG STORES CO. INC. 
30 -year summary of growth 


Stores in 


Income 

Operation 


Before 

at End 


Federal 

of Year 

Sales 

Tax 


Earnings 

Federal Per 

Income Net Common 

Tax Income Share 


33 

10 , 904,670 

450,040 

108,744 

341,296 

.08 

42 

11 , 715,054 

489,510 

92,659 

396,851 

.10 

51 

13 , 033,725 

687,431 

126,604 

560,827 

.14 

54 

14 , 504,554 

691,676 

166,497 

525,179 

.13 

58 

17 , 612,620 

897,157 

389,632 

507,525 

.13 

58 

21 , 491,972 

1 , 160,108 

678,466 

481,642 

.12 

60 

24 , 927,637 

1 , 214,581 

736,724 

477,857 

.12 

62 

26 , 378,236 

1 , 496,075 

1 , 014,763 

481,312 

.12 

64 

33 , 166,160 

2 , 063,900 

991,754 

1 , 072,146 

.26 

72 

39 , 394,636 

1 , 702,894 

647,341 

1 , 055,553 

.25 

78 

43 , 627,861 

1 , 843,148 

697,323 

1 , 145,825 

.27 

81 

45 , 332,129 

2 , 040,496 

782,709 

1 , 257,787 

.30 

85 

45 , 922,589 

1 , 502,861 

465,051 

1 , 037,810 

.24 

94 

51 , 080,694 

2 , 226,794 

1 , 113,178 

1 , 113,616 

.27 

96 

54 , 037,718 

960,915 

447,515 

513,400 

.10 

103 

60 , 571,140 

1 , 813,172 

929,000 

884,172 

.21 

108 

63 , 119,443 

1 , 642,544 

886,000 

756 , 544 . 

.17 

114 

66 , 661,246 

2 , 010,127 

1 , 050,000 

960,127 

.23 

123 

74 , 875,140 

3 , 299,659 

1 , 724,000 

1 , 575,659 

.40 

129 

86 , 770,708 

4 , 469,500 

2 , 375,000 

2 , 094,500 

.55 

136 

97 , 711,814 

5 , 709,257 

2 , 980,000 

2 , 729,257 

.73 

145 

115 , 586,414 

7 , 899,608 

4 , 111,000 

3 , 788,608 

.88 

160 

134 , 195,005 

8 , 616,674 

4 , 470,000 

4 , 146,674 

.97 

178 

151 , 857,355 

8 , 735,821 

4 , 510,000 

4 , 225,821 

.99 

196 

170 , 172,752 

8 , 922,315 

4 , 633,500 

4 , 288,815 

1.01 

215 

189 , 042,972 

10 , 022,536 

5 , 215,000 

4 , 807,536 

1.13 

238 

210 , 815,840 

10 , 748,365 

5 , 329,000 

5 , 419,365 

1.19 

255 

226 , 819,103 

12 , 225,761 

5 , 929,000 

6 , 296,761 

1.34 

272 

243 , 260,849 

13 , 820,922 

6 , 565,000 

7 , 255,922 

1.56 

291 

255 , 107,370 

12 , 012,911 

5 , 678,000 

6 , 334,911 

1.36 
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